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1979 RESULTS 


For the twelve months ended December 
31, 1979, the Company incurred a net 
loss of $1,307,000 which, after providing 
for preferred dividends, resulted in a loss 
of 89¢ per common share, compared to 
a loss of $963,000, or 71¢ per common 
share for 1978. 


Excluding an extraordinary loss of 
$142,000, the 1979 loss was $1,165,000 
which, after providing for preferred 
dividends, resulted in a loss of 81¢ per 
common share, compared to a loss of 
54¢ in 1978. 


Revenue for 1979 was $65,261,000, 
compared to $70,141,000 in 1978. 


DIVESTITURES 


In October 1979, the sale of trucking 
authorities owned by a subsidiary, 
Pioneer Alaska Express, Inc. was 
finalized, and wind-up procedures com- 
menced. In addition, another company, 
Pacific and Arctic Motors Ltd., engaged 
in the sales and service of heavy equip- 
ment, was closed and the assets 
liquidated. 


FOREIGN EXCHANGE 
FLUCTUATIONS 


Foreign exchange fluctuations have 
caused significant operating losses to the 
Company. Most of the costs of running 
the railway between Skagway, Alaska and 
Whitehorse, Yukon are incurred in U.S. 
dollars, while the revenues derived from 
the service have been payable historically 
in Canadian currency. The resulting im- 
balance has depressed earnings by over 
$1.2 million in the current period and by 
nearly $1 million in 1978. To compensate, 
adjustments have been made to freight 
rates on non-contractual commodities, 
and revisions are being sought to tariffs 
on contracted volume. 


OPERATIONS REVIEW 


The process of transition and readjust- 
ment which began in 1978 continued 
through 1979, with new and committed 
management beginning to achieve con- 
crete results from the concerted efforts 
of the last 18 months. 


Cost reductions in excess of $2 million 
annually resulted from the closing of 
Vancouver administrative offices and 
consolidation of operating headquarters 
at Whitehorse. Major reductions in direct 
and support labour were made, parti- 
cularly in the trucking area, while 
operating efficiency increased by over 
25%, a trend expected to continue into 
1980. 


New pricing policies designed to realign 
freight rates and product prices more 
closely to existing costs were imple- 
mented in 1979. Significant increases in 
general freight tariffs and petroleum 
prices largely offset the effects of a 
decline in northbound freight traffic 
occasioned by new competition and an 
economic downturn in the Yukon. In 
addition, the Company and its major 
Customer agreed during the year to a 
temporary surcharge on transportation 
charges, resulting in an addition to 
revenues of approximately $1,100,000. 
Strengthened and motivated operating 
management is succeeding in the im- 
provement of labour relations and com- 
munications. For the first time in recent 
history, all of the Company’s unions are 
under contract and work stoppages have 
been negligible. Unfortunately, the Com- 
pany continues to suffer from service 
disruptions caused by strikes and lock- 
outs at customers’ sites and on the 
Vancouver waterfront. 


The petroleum division contributed a 
higher proportion of total sales and 
profits in 1979 compared to 1978, re- 
flecting a more aggressive marketing 
posture, increased prices and tight 
control of operating assets, particularly 
petroleum inventories. 


The ocean-rail transportation system 
experienced a 19% decline in volume 
from 1978, a critical development for an 
operation in which most costs are fixed. 
Contributing to the erosion were the loss 
of a major customer, increased competi- 
tion from alternate modes of transport 
operating on newly upgraded roads, and 
the general softness of the Yukon Terri- 
tory’s economy. The greatest obstacle 
facing the Company in dealing effectively 
and in a timely manner with this situation 
is the rail link, a regulated and politically 
sensitive entity. 


OUTLOOK FOR 1980 


The search for resolution of the railway’s 
economic future has consumed more 
management time and effort than any 
other single issue. This 110-mile link 
experienced losses in 1979 of over 
$3,500,000 and without radical action 
may well continue to drain corporate 
resources at an unacceptable rate. The 
concern of your Company has been 
shared by government and industry 
leaders in the Yukon, and led during the 
year to the establishment of an enquiry 
by the Canadian Transport Commission 
into the railway. This report, released in 
February 1980 by The Minister of Indian 
and Northern Affairs, represents the most 
comprehensive, critical analysis of the 
railway ever undertaken. It concludes that 
the maintenance of this rail link is in the 
public interest, but acknowledges that 
without the immediate financial support of 
government for capital requirements and 
increased tariffs for contracted volumes, 
the continuance of operation is doubtful. 
More particularly, the report recommends 
that public funding be used to provide 

for recapitalization of rail, rolling stock 
and equipment, and states unequivocally 
that users of the rail are required legally 
to pay a compensatory tariff for services 
rendered, noting that the largest customer 
now does not pay such a rate. 


Accordingly, the Company has reviewed 
its rate schedules, and has refiled rates 
with the Commission which are com- 
pensatory. The payment of these lawful 
tariffs on projected tonnages for 1980 
would reduce materially the losses cur- 
rently being experienced. The provision 
of funding for needed capital assets by 
government would allow reduction of 
Operating costs and increased efficiency. 
The Company actively supports the 
Canadian Transport Commission Report, 
and is encouraging the Federal Govern- 
ment to give it prompt and favourable 
consideration. 


Although substantial improvements were 
accomplished during the year, the outlook 
for earnings is still not satisfactory, and 
continued changes will be required in 
1980. As stated above, the resolution of 
the railway’s economics is critical to the 
future success of White Pass, and your 
Company, with its experienced operating 
management, will take whatever steps are 
required to restore growth and profitability. 


On behalf of the Board of Directors, 


Wrath eet cd. 


RICHARD A. HUBBER-RICHARD 
Chairman of the Board 


JOHN F. FRASER 


President and 
Chief Executive Officer 


May 2, 1980 
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Consolidated Balance Sheet 
as at December 31, 1979 


ASSETS 


Current 
Cash and short term deposits 
Accounts receivable 
Income taxes recoverable 
Inventories (Note 2) 
Prepaid expenses 
Due from parent company 


Mortgages and agreements 
receivable (Note 3) 


Fixed (Note 4) 
Property and equipment 
Less accumulated depreciation 


Deferred charges 


See accompanying notes to financial statements. 


On behalf of the Board 


A Hah eee 


Director 


Director 


$000 
1979 19% 
$ Ee S$ 78 
8,176 6,756 
588 563 
6,964 10,013 
862 664 
— 2,178 
16,590 20;652 
1,730 1,359 
68,858 69,906 
31,688 30,280 
37,170 39,626 
233 — 
$55,723 $61,837 


The White Pass and Yukon Corporation Limited 


(Continued under the Canada Business Corporations Act) 


LIABILITIES 


Current 
Bank indebtedness, secured 
Accounts payable and accrued charges 
Due to parent company (Note 5) 
Current portion of long-term debt 


Long-term debt (Note 6) 


Deferred income taxes 


SHAREHOLDERS’ EQUITY 


Capital stock (Note 7) 
Authorized 
500,000 cumulative, redeemable, 
preferred shares with a 
par value of $25 each, 
issuable in series 
12,000,000 common shares, without 
par value 
Issued and fully paid 
220,000 6%% preferred shares, 
Series A 
1,891,516 common shares 


Surplus resulting from consolidation (Note 8) 


Retained earnings 


$000 
1979 aes 
$4,952 $ 9,642 
8,110 10,883 
392 - 
831 644 
14,285 21,169 
6,331 3,500 
4,739 5,304 
5,500 5,500 
4,783 4,783 
6,780 6,598 
13,305 14,983 
30,368 31,864 
$55,723 $61,837 


Consolidated Statement of Retained Earnings 


for the year ended December 31, 1979 
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Balance at beginning of year 


Net loss for the year 


Dividends paid 
Preferred 
Common 


Balance at end of year 


See accompanying notes to financial statements. 


Touche Ross & Co. 


AUDITORS’ REPORT 


The Shareholders, 
The White Pass and Yukon Corporation Limited. 


We have examined the consolidated balance sheet of The White Pass and Yukon Corporation Limited 
as at December 31, 1979 and the consolidated statements of loss, retained earnings and changes in 
financial position for the year then ended. Our examination was made in accordance with generally 
accepted auditing standards, and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 

In Our opinion, these consolidated financial statements present failry the financial position of the 
Company as at December 31, 1979 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted principles applied on a basis 
consistent with that of the preceding year. 

Vancouver, B.C., 

April 1, 1980. 


eS 


Chartered Accountants 


700 - 1177 WEST HASTINGS STREET, 
VANCOUVER, BRITISH COLUMBIA V6E 2L2 
TELEPHONE (604) 669-3343 — TELEX 04-51293 


$000 
1979 1976 
$14,983 $17,217 
1,307 963 
13,676 16,254 
371 371 
- 900 
371 1,271 
$13,305 $14,983 


Consolidated Statement of Loss 


for the year ended December 31, 1979 


Revenue 
Petroleum 
Transportation 
Other 


Less 
Cost of sales and operating expenses 
Depreciation 
Interest on long-term debt 
Loss (gain) on sale of fixed assets 
Unrealized foreign exchange loss (gain) 


Loss from continuing operations 
Loss from discontinued operations - 


Loss before income taxes and 
extraordinary items 


Income tax recovery 
Current 
Deferred 


Loss before extraordinary items 


Extraordinary items 
Provisions for costs and losses related 
to the discontinuance of subsidiary 
companies (Note 11) 
Reduction in income taxes through the 
realization of losses carried forward 


Net loss for the year 


Net loss per common share (Note 1.g) 
Before extraordinary items 
Extraordinary items 


Including extraordinary items 


See accompanying notes to financial statements. 


$000 

1979 1978 
$27,037 $30,667 
38,073 39,385 
151 89 
65,261 70,141 
64,215 65,974 
2,700 3,652 
814 413 
(82) 131 
(25) 554 
67,622 70,724 
2,361 583 
= 416 

- 2,361 999 
592 168 
604 187 
1,196 355 
1,165 644 

142 441 
= (122) 

142 319 


Sue Ol o .54 
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Consolidated Statement of Changes 


in Financial Position 
for the year ended December 31, 1979 


$000 
1979 1978 
Funds were provided by 
Operations 
Net loss for the year $(1,307) $ (963) 
Charges to earnings not resulting 
in an outlay of working capital 
Depreciation 2,700 3,662 
Loss (gain) on disposal of of fixed assets (82) 143 
Deferred income taxes (604) (187) 
Loss from discontinued operations — 416 
Extraordinary items 142 319 
Other — vi 
Funds from continuing operations 849 3,387 
Increase in long-term debt 2,831 1,081 
Reclassification from current to 
deferred income taxes 39 284 
Disposal of fixed assets 780 461 
Reduction in income taxes i 122 
Other 182 — 
Total funds provided 4,681 5,785 
Funds were used for 
Mortgages and agreements receivable 371 1,042 
Purchase of fixed assets 942 4,765 
Deferred charges 233 — 
Dividend paid 371 127 
Loss from discontinued operations, 
before depreciation — 350 
Provision for loss on discontinued operations 142 580 
Total funds used 2,059 8,011 
Increase (decrease) in working capital 2,622 (2,226) 
Working capital (deficiency) at 
beginning of year (317) 1,909 
Working capital (deficiency) at 
end of year $ 2,305 S$ (31h) 


See accompanying notes to financial statements. 


Notes to Consolidated Financial Statements 


December 31, 1979 


1—SUMMARY OF SIGNIFICANT 
ACCOUNTING POLICIES 


a. Principles of consolidation 


The consolidated financial statements include the accounts of 
the Company and all its wholly-owned subsidiaries as follows: 
British Columbia-Yukon Railway Company 
British Yukon Exploration Company Limited 
The British Yukon Railway Company 
Nissan Diesel (Canada) Ltd. 
White Pass Transportation Limited (Incorporated December 31, 
1979), and 
(i) its amalgamated predecessor companies: 
The British Yukon Navigation Company, Limited 
The British Yukon Ocean Services Ltd. 
Loiselle Transport Limited 
PAM Enterprises Ltd. (formerly Pacific and Arctic Motors 
Ltd.) 
(ii) its subsidiary company: 
Pioneer Alaska Express, Inc. 
White Pass Transportation, Inc. (Incorporated August 2, 1979) 
and its subsidiary companies: 
Haines Terminal & Highway Company 
Pacific and Arctic Pipelines Incorporated 
Pacific and Arctic Railway and Navigation Company 
Skagway Terminal Company 
Yukon Pipelines Limited 
All significant inter-company transactions have been eliminated. 


b. Foreign currency translation 


The accounts of certain subsidiaries are maintained in United 
States dollars. These accounts have been translated into Canadian 
dollars as follows: current assets, current liabilities and long-term 
debt at exchange rates prevailing at the end of the year; fixed 
assets and depreciation substantially on the basis of rates pre- 
vailing at date of acquisition; income and expenses (other than 
depreciation) on the basis of average exchange rates during the 
year. Exchange gains or losses from such translation practices 
have been transferred to consolidated income or expense. 


c. Inventories 


Inventories of bulk petroleum products are valued at the lower of 
cost applied on a ‘‘first-in, first-out’? basis and market determined 
at net realizable value; inventories of other products and materials 
and supplies are valued at the lower of average cost and net 
realizable value or replacement cost. 


d. Fixed assets and depreciation 


Fixed assets are recorded at cost. All equipment leases of a capital 
nature entered into subsequent to 1977 have been recorded as 
fixed asset acquisitions and long-term debt obligations. Deprecia- 
tion is determined at rates which amortize the cost of the assets 
over their estimated useful lives on the straight-line, declining 
balance or volume of use method, whichever is appropriate in the 
circumstances under which the assets are employed. Gains and 
losses on disposal of equipment and real property are included in 
earnings. 


e. Deferred charges 


The Company defers major overhaul costs to equipment which 
extend the estimated useful lives of the equipment. Such costs are 
charged against earnings on a straight-line basis over 36 months. 
f. Income taxes 


The Company follows the tax allocation method of accounting for 
income taxes whereby earnings are charged with income taxes 
relating to reported earnings. 

Differences between such taxes and taxes currently payable are 
reflected in deferred income taxes and arise because of differences 
between the time certain items of revenue and expense are re- 
ported in the accounts and the time they are reported for income 
tax purposes. 

Potential tax reductions that may result from the application of 
losses against future taxable income are not recognized until such 
future taxable income is earned. 

g. Net loss per common share 

Net loss per common share has been computed by dividing the net 
loss for the year plus the preferred share dividends paid during the 
year by the number of common shares outstanding during the 
year. 


2—INVENTORIES 
$000 


1979 1978 
$3,223 $ 4,563 


Petroleum products held for resale 
Tires, batteries and accessories 


held for resale 828 997 
Other goods held for resale — 1,765 
Spare parts and supplies 2,913 2,688 


$6,964 $10,013 


3—MORTGAGES AND AGREEMENTS 
RECEIVABLE 


$000 
US) 1978 


i) Amounts advanced as at 
December 31, 1979 and secured 
by a first mortgage on an operating 
asset under contract. The mortgage 
bears interest at 12% per annum 
and is repayable at $24,000 per 
month, principal and interest. 

ii) Amounts loaned to an officer of the 
Company for the purpose of 
acquiring a residence. The loan is 
non-interest bearing and is repay- 
able at $500 per month. 

iii) Amounts loaned at various rates to 
businesses and individuals, secured 
by charges on assets. 


$1,405 $ 955 


140 147 


295 367 


1,840 1,469 
Git0) Gal tO) 


$1,730 $1,359 


Less current portion 


> 
4 


4—FIXED ASSETS 


$000 
1979 1978 
Accumulated 
Cost depreciation Net Net 
Rail and pipeline $321.77 $28,907 $2s;210nmezon O4 
Ships and containers 13,060 9,650 3,410 3,484 
Trucks 10,203 6,594 3,609 4,801 
Skagway Terminal 6,978 3,486 3,492 3,880 
Land and buildings 4,467 1,520 2,947 Sze 
Other machinery and 

equipment ARITErE 854 S20 383 
Furniture and fixtures 856 677 179 159 
$68,858 $31,688 $37,170 $39,626 


5—DUE TO PARENT COMPANY 


Advances from the parent company have no stated terms of re- 
payment and bear interest at a rate equal to the cost of short-term 
funds. 


6—LONG-TERM DEBT 


$000 
1979 1978 
Term bank loan at 1%% above U.S. base 
rate of interest. Repayable over 
ten years with quarterly payments 
of $75,000 U.S. commencing on 
December 31, 1980 $3,504 $ — 
Capitalized equipment leases at various 
rates of interest for three to ten 
years with aggregate repayments in 
1980 of $412,000 2,028 S274 
8%% first-ship mortgage note with 
annual principal repayments of 
$200,000 to 1980 and $325,000 to 1984 1.0003 1700 
6%% first-ship mortgage note with annual 
principal repayments of $120,000 
to 1980 120 240 
11%% real property mortgage with 
balance due in 1980 10 30 
Total long-term debt 7,162 4,144 
Less current portion 831 644 
$6,331 $3,500 


The estimated amounts of retirement of the long-term debt over the 
next five years are as follows: 1980-$831,000; 1981-$1,120,000; 
1982-$879,000; 1983-$907,000; 1984-$907,000. 


7—CAPITAL STOCK 


The preferred shares are redeemable by the Company out of 
capital or otherwise, at such redemption prices as may be provided 
in the conditions attaching to such shares. The preferred shares 
Series A are redeemable at $25.75 per share prior to December 1, 
1980 and $25.25 thereafter. 


8—SURPLUS RESULTING FROM 
CONSOLIDATION 


The surplus resulting from consolidation represents the excess of 
net book value of subsidiaries at the date of acquisition over cost 
to the Company. 


9—INCOME TAXES 


The recovery of income taxes is related to the individual losses and 
earnings of the Company and its subsidiary companies. Some 
subsidiary companies have incurred losses against which future 
income tax recoveries have not been recognized in the accounts 
and accordingly the effective tax recovery rate reflected in these 
consolidated financial statements has been reduced. 


10—REMUNERATION OF DIRECTORS 
AND OFFICERS 


Number Amount 
1979 1978 1979 1978 
As directors 8 7 $ 6,600 —$ 133006 
As officers 5 4 $129,000 $280,000 
Officers who are also 
directors 2 i} 


11—DISCONTINUED OPERATIONS 


Effective November 18, 1978, Pioneer Alaska Express Inc. dis- 
continued operations. The sale of its operating authority received 
regulatory approval in 1979. 
In March 1979 management discontinued the operations of PAM 
Enterprises Ltd. (formerly Pacific and Arctic Motors Ltd.) 

Losses of these discontinued operations of $142,000, including 
current taxes of $34,000 (1978-$441,000, net of deferred taxes 
of $139,000) have been included in extraordinary items in the 
statements of earnings. 


12—SEGMENT INCOME INFORMATION 


$000 
1979 1978 
Segment Segment 
Revenue margin Revenue margin 
Petroleum $29,562 $ 2,904 $31,704 $2,769 
Transportation 38,933 C1j337)> 4sntSo 20385 
68,495 1,567 74,859 4,804 
Inter-segment 
transactions 3,234 246 4,718 284 
Balances 
carried-forward $65,261 $ 1,321 $70,141 $4,520 


172—SEGMENT INCOME INFORMATION (Continued) 


Balances 
brought-forward 


Common costs 


Loss from continuing 
operations 

Loss from discon- 
tinued operations 

Income taxes 

Extraordinary items 


Net loss for the year 


$000 
1979 1978 

Segment Segment 

Revenue margin Revenue margin 
$65,261 $ 1,321 $70,141 $4,520 
3,682 5,103 
2,361 583 
fet 416 
(1,196) (355) 

142 319 

$ 1,307 > 963 


a. The Company has segmented its continuing operating data on the 
basis of the major industries in which the Company operates. 

b. Common costs include indirect administrative expenses, interest 
on long-term debt, gains and loss on disposal of fixed assets. 


